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Certified Public Accountants and Consultants

Independent Auditor's Report

To the Honorable Mayor and Members of the City Commission
of the City of Huntington Woods, Michigan

We have audited the accompanying basic financial statements of the governmental activities, the
business-type activities, each major fund and the aggregate remaining fund information of the Ci
of Huntington Woods, Michigan as of June 30, 2004, and for the year then ended which collectively
comprise the City’s basic financial statements as listed in the table of contents. These financial
statements are the responsibility of the City of Huntington Woods, Michigan's management. Qur
responsibility is to express an opinion on these basic financial statements based on our audit,

Auditing Standards, issued by the Comptroller General of the United States, Those standards
require that we plan and perform the audit to obtain reasonable assurance about whether the basic
financial statements are free of material misstatement. An audit includes examining, on a test
basis, evidence supporting the amounts and disclosures in the basic financial statements. An audit
also includes assessing the accounting principles used and significant estimates made by
management, as well as evaluating the overall basic financial statement presentation. We believe
that our audit provides a reasonable basis for our opinion.

In our opinion, the basic financial statements referred to above present fairly, in all material
respects, the respective financial position of the governmental activities, the business-type
activities, each major fund and the aggregate remaining fund information of the City of
Huntington Woods, Michigan as of June 30, 2004, and the respective changes in financial position
and cash flows where applicable, thereof for the year then ended in conformity with accounting
principles generally accepted in the United States of America.

In accordance with Government Auditing Standards, we have also issued our report dated October
26, 2004 on our consideration of the City of Huntington Woods, Michigan’s internal control over
financial reporting and our tests of its compliance with certain provisions of laws, regulations,
contracts and grant agreements and other matters. The purpose of that report is to describe the
scope of our testing of internal control over financial reporting and compliance and the results of
that testing, and not to provide an opinion on the internal control over financial reporting or on
compliance. That report is an integral part of an audit performed in accordance with Government
Auditing Standards and should be considered in assessing the results of our audit.

2300 Top of Troy 755 West Big Beaver Road Troy, Michigan 48084-0231  Phone 248.244.3000  Fax 248.244.3090  www.doeren.com

A Professional Corporation
Internationally Moore Stephens Doeren Mayhew
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The management’s discussion and analysis and budgetary comparison information on pages 3
through 10 and 19 through 21 are not a required part of the basic financial statements but are
supplementary information required by accounting principles generally accepted in the United
States of America. We have applied certain limited procedures, which consisted principally of
inquiries of management, regarding the methods of measurement and presentation of the required

supplemental information. However, we did not audit the information and express no opinion on
it.

Our audit was made for the purpose of forming an opinion on the financial statements that
collectively comprise the City of Huntington Woods, Michigan’s basic financial statements. The
combining and individual non-major fund financial statements listed as supplemental financial
information in the table of contents are presented for purposes of additional analysis and are not a
required part of the basic financial statements of the City of Huntington Woods, Michigan. Such
information has been subjected to the auditing procedures applied in the audit of the basic
financial statements and, in our opinion, are fairly presented in all material respects in relation to
the financial statements taken as a whole.

DOEREN MAYHEW

October 26, 2004
Troy, Michigan




CITY OF HUNTINGTON WOODS, MICHIGAN

MANAGEMENT’S DISCUSSION AND ANALYSIS

This section of the City of Huntington Woods, Michigan's annual financial report presents our
discussion and analysis of the City’s financial performance during the fiscal year that ended on
June 30, 2004. Please read it in conjunction with the City’s financial statements.

1. 2004 Government-Wide Financial Statements

The purpose of this financial report is to report on the financial position of the City of
Huntington Woods, Michigan utilizing the new financial model as established by the
Governmental Accounting Standards Board (GASB) pronouncement No. 34. This report
consists of a series of financial statements. The Statement of Net Assets and the Statement of
Activities provide information on the operation of the City as a whole and present a longer-
term view of the City’s finances. That is, these are not established via fund level reporting, but
rather as activities viewed in the context of the entire City operation. The Statement of Net
Assets and the Statement of Activities are presented to distinguish between governmental and
business-type activities of the City. Governmental activities are those of which are financed
primarily through tax levies, intergovernmental and other non-exchange revenues. Business-
type activities are financed by fees charged for providing a service and are reported in the
City’s Enterprise Fund. The remaining statements including Governmental Funds and
Proprietary Funds focus on how the City services were financed in the short-term, as well as
what remains for future spending. Fund financial statements report the City of Huntington
Woods, Michigan’s operations in more detail than the government-wide financial statements.
The financial statements include notes that explain and provide more detailed data about some
of the information found in the financial statements.

Capital assets are reported in the government-wide statements at a historical cost. Capital
assets include land, improvements, buildings, building improvements, vehicles, machinery,
equipment, library holdings, infrastructure and other primary tangible assets that are used in
the operation and have useful lives beyond that of a single reporting period. Infrastructure
assets are long-lived capital assets that normally can be preserved for a significantly greater
number of years than most capital assets. Capital assets with the exception of land are
depreciated and reported net of accumulated depreciation in the Statement of Net Assets. All
tangible assets are depreciated over the useful lives of the assets as has been established by
historical values and rates utilized prior to the implementation of the new accounting model.
All major infrastructure assets such as roads, sidewalks and other right-of-way (ROW) as
owned by the City are recorded on a cost basis at the date of construction. Estimates are
provided for all ROW prior to 1980. Actual values (where available) have been utilized for
construction and other (ROW) after 1980. The model proposes a declining scale perpetual
inventory method (PIM) as established by the California Department of Transportation. This
method accounts for annual capital expenditures and assumes that existing capital assets
depreciate in value at a standard rate every year. The formula is therefore applied as a
constant on a year-to-year basis beginning in year 2002.

DOEREN MAYHEW -3-




CITY OF HUNTINGTON WOODS, MICHIGAN

MANAGEMENT’S DISCUSSION AND ANALYSIS

2. Presentation of Funds

In addition to the above, the reporting concepts of GASB call for Governmental Funds to be
individually reported where assets are greater than 10% of the total governmental assets and its
expenses are greater than 5% of total governmental and enterprise expenses combined. This
means that in any one year a fund may be shown as a major governmental fund or removed
and placed into a grouping of the remaining non-major governmental funds. This has been the
case this fiscal year. The Capital Projects Road Construction Fund #491 was included last year,
as expenses in this fund reached the threshold to be included as a major fund. This year, the
Road Construction Fund did not meet the asset test and, therefore, is not reported as a major
fund. This calculation is not applicable to debt funds.

For the year ended June 30, 2004, the presentation of funds is as follows:

MAJOR GOVERNMENTAL FUNDS:

General Fund
Sanitation Fund
Recreation Fund

NONMAJOR (SPECIAL REVENUE) GOVERNMENTAL FUNDS:
Major Street Fund
Local Street Fund
Capital Planning Fund
Capital Projects Fund (Road Construction)
NONMAJOR (DEBT SERVICE) GOVERNMENTAL FUNDS:

Recreation Debt Service Fund

Street Debt Service Fund

GWK Drain Debt Fund
PROPRIETARY FUNDS:

Water and Sewer Fund (Enterprise Fund)
Equipment Fund (Internal Service Fund)

DOEREN MAYHEW -4-




CITY OF HUNTINGTON WOODS, MICHIGAN

MANAGEMENT’S DISCUSSION AND ANALYSIS

2. Presentation of Funds - Continued
The City of Huntington Woods, Michigan has two types of funds:

Governmental Funds - These statements represent a compilation of the City’s basic services
and are designed to focus on how cash and other financial assets that can readily be
converted to cash, flow in and out. The funds also show the balances left at year-end that
are available for spending.

The governmental fund statements focus on a short-term view rather than the long-term
focus of the government-wide statements, so additional information is provided after the
governmental fund statements that explain the relationship or differences between the fund
and government-wide statements.

Proprietary Funds - Proprietary Funds are used to report services where the City charges
customers a fee for services rendered. Proprietary Funds provide both long and short-term
financial information. The two types of Proprietary Funds are Enterprise and Internal
Service Funds.

Enterprise Funds and business-type activities are the same, but the fund statements
provide more detail and additional information such as cash flows.

Internal Service Funds are used to report activities that provide supplies and services for
the City’s other programs.

All accounts of the City are organized on a basis of funds and sub-activities all of which are
considered a separate accounting entity. The operations of these funds are accounted for with
a separate set of self-balancing trial balances that clearly delineate assets, liabilities, fund equity,
revenues and expenditures where required. All governmental resources are accounted for and
shown in account titles based upon the purposes to which they will be spent.

DOEREN MAYHEW -5-




CITY OF HUNTINGTON WOODS, MICHIGAN

MANAGEMENT'’S DISCUSSION AND ANALYSIS
3. Budgetary Basis of Recording: Major Governmental Funds

| GASB requires that all major governmental funds be presented on a budgetary basis showing

the actual cost, the estimated cost of operations and the variances.

The General Fund budget as established and amended by the City Commission showed that

there was only a $35,596 difference between the budget revenue and expense appropriations
- and the actual final audited results of operations. Last year the City completed the year with a

budget variance of $5,243. The budget variance for both years is small, however the change
- this year is in a positive direction. The margin between the amount budgeted and the actual

expenses needs to be reviewed carefully and adjusted as the final difference is low. Clearly,
any unforeseen expenditure will pull this variance into negative territory therefore it is
- necessary for the City to maintain a higher margin where feasible. The results of operations
show a loss to the General Fund of ($251,674) as a result of reduction in revenue from
numerous sources. This shortfall was entirely made up through appropriations from the
— General Fund unappropriated fund balance. It is important to recognize that the size of the
discrepancy between the budget figure and the actual performance figure is precisely what the
GASB budgetary cash flow analysis is intended to highlight. In total all of our major

- governmental funds resulted in positive budget variances, with the exception of the Capital
Project Fund which operated as a non-budgeted construction fund for the purpose of

- completing the street infrastructure program. The administration believes that this Capital
Project Fund needs to be reviewed carefully and adjusted as soon as information becomes
available that would make major changes in the operation of the fund.

-




CITY OF HUNTINGTON WOODS, MICHIGAN

MANAGEMENT’S DISCUSSION AND ANALYSIS

4. Financial Position Statement

The City of Huntington Woods has seen the deterioration of fund equity in the General Fund
occur for a period of three years beginning in 2001. The following chart represents the change
in fund balance (both appropriated and unappropriated) for a period of 5 years:

Beginning Ending
Fund Fund Net
_Year _ Balance Balance Change
1999 $ 1,248,922 $ 1,341,121 $ 92,199
2000 1,341,121 1,404,563 63,442
2001 1,404,563 1,409,982 5,419
2002 1,409,982 1,282,282 (127,700)
2003 1,282,282 1,041,146 (241,136)
2004 1,041,146 789,472 (251,674)

This large change has been brought about by numerous factors including, reduction in revenue
sharing, major increases in employee benefits, and major changes in interest earnings. The
most significant concern we have is the reduction in our taxing ability brought about by the
Headlee Amendment and Proposal A. These initiatives that had been signed into law, have
combined to cause the City to be unable to raise additional tax dollars to replace those lost by
cost increases and revenue sharing reductions.

The City had passed a Headlee over-ride millage vote in November 2003 that will allow the
City to levy .50 mill per year up to the maximum allowed under the Headlee tax limitation
statute. The millage will allow the City to increase its taxation ceiling incrementally over the
next 10 years. The fund balance appropriation will be reduced by the following:
1) A reduction in spending and budget delays based upon the implementation of the study
completed by the AD-HOC Financial Analysis Committee including a series of 29
directives for reductions in expenditures city-wide.

2) Further budget reductions and delays in capital project spending.

3) Increase in millage by .50 mills per year as per voter approval.

DOEREN MAYHEW -7-




CITY OF HUNTINGTON WOODS, MICHIGAN

MANAGEMENT’S DISCUSSION AND ANALYSIS

5. The City of Huntington Woods as a Whole

The City’s combined total of net assets for the fiscal year ended June 30, 2004 is $19.8 million.
This is the second year that the new reporting format is being implemented, so comparative
analysis of government-wide data is being presented.

Combined unrestricted net assets, the part of net assets that can be used to finance day-to-day
operations, is reported as $3.5 million in fiscal year ended 2004. $2.1 million is the amount of
unrestricted net assets reported for the City of Huntington Woods, Michigan’s governmental
activities.

The information below shows total assets, total liabilities and total nets assets as of June 30,
2004 and 2003, in a condensed format.

Governmental Business-Type Governmental Business-Type
Activities 2004 Activities 2004 Total Activities 2003 Activities 2003 Total
Current Assets $ 4,527,905 $ 1,616,233 $ 6,144,138 $ 5,659,231 | $ 1,882,045 $ 7,541,276
Capital Assets 27,236,961 2,827,475 30,064,436 28,017,927 2,910,813 30,928,740
Total assets 31,764,866 4,443,708 36,208,574 33,677,158 4,792,858 38,470,016
Long-Term Debt 13,888,211 55,812 13,944,023 14,522,719 83,722 14,606,441
Other Liabilities 2,213,643 169,696 2,383,339 2,966,785 412,838 3,379,623
Total
liabilities 16,101,854 225,508 16,327,362 17,489,504 496,560 17,986,064
Net Assets
Invested in
Capital Assets,

Net of Debt 13,355,636 2,771,663 16,127,299 13,496,288 2,827,091 16,323,379
Restricted 136,015 - 136,015 136,015 - 136,015
Unrestricted 2,171,361 1,446,537 3,617,898 2,547,230 1,469,207 4,016,437

Total Net
Assets $ 15,663,012 $ 4,218,200 $ 19,881,212 $ 16,179,533 | $ 4,296,298 $ 20,475,831
DOEREN MAYHEW -8-




CITY OF HUNTINGTON WOODS, MICHIGAN

MANAGEMENT’S DISCUSSION AND ANALYSIS

5. The City of Huntington Woods as a Whole - Continued

The following shows the change in net assets as of June 30, 2004 and 2003, in a condensed

format.
Gover tal Busi Type Governmental Business-Type
Activities 2004 Activities 2004 Total Activities 2003 Activities 2003 Total
Program Revenues
Charges for services $ 1,825,036 $ 1,500,798 $ 3,325,834 $ 1,415,403 $ 1,528,824 $ 2,944,227
Operating grants and
contributions 393,415 - 393,415 355,544 - 355,544
Capital grants and
contributions 12,216 - 12,216 83,060 - 83,060
General Revenues - -
Property taxes 5,145,473 - 5,145,473 5,107,815 - 5,107,815
State-shared revenues 607,762 - 607,762 656,395 - 656,395
Interest earnings 23,710 7,398 31,108 209,972 32,654 242,626
Other revenue 54,758 - 54,758 22,178 - 22,178
Total revenues 8,062,370 1,508,196 9,570,566 7,850,367 1,561,478 9,411,845
Program Expenses
General government 2,138,692 - 2,138,692 2,702,624 - 2,702,624
Public safety 1,502,117 - 1,502,117 1,481,645 - 1,481,645
Public works 229,489 - 229,489 350,869 - 350,869
Library 418,550 - 418,550 377,000 - 377,000
Maintenance 411,802 - 411,802 281,565 - 281,565
Traffic services 20,971 - 20,971 9,649 - 9,649
Snow and ice removal 54,585 - 54,585 56,057 - 56,057
Administrative 172,247 - 172,247 192,286 - 192,286
Aquatic Club 188,969 - 188,969 144,003 - 144,003
Recreation 1,320,142 - 1,320,142 1,091,175 - 1,091,175
Employee benefits 1,142,039 - 1,142,039 894,233 - 894,233
Professional services 396,731 - 396,731 382,412 - 382,412
Capital outlay 267,875 - 267,875 - - -
Interest expense 523,336 - 523,336 516,754 - 516,754
Water - 1,377,640 1,377,640 - 1,187,209 1,187,209
Total program
expenses 8,787,545 1,377,640 10,165,185 8,480,272 1,187,209 9,667,481
Excess (Deficiency)

Before Transfers (725,175) 130,556 (594,619) (629,905) 374,269 (255,636)
Transfers 208,654 (208,654) - 297,851 {297,851) -
Increase (Decrease) in

Net Assets (516,521) (78,098) (594,619) (332,054) 76,418 (255,636)
Net Assets - Beginning of

Year 16,179,533 4,296,298 20,475,831 16,511,587 4,219,880 20,731,467
Net Assets - Ending of

Year $ 15,663,012 $ 4,218,200 $ 19,881,212 $ 16,179,533 $ 4,296,298 $ 20,475,831

-9-
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CITY OF HUNTINGTON WOODS, MICHIGAN

MANAGEMENT’S DISCUSSION AND ANALYSIS

SUMMARY

The City of Huntington Woods, Michigan as a mature community unfortunately is greatly
impacted by changes in fiscal policies at the state level, pertaining to taxation issues far more than
in communities where growth is possible. Under a no-growth scenario, the issues surrounding
Proposal A and the implementation of the changes it brought about continue to play a major role
in the future decision making of the City Commission. Fortunately, the City has taken an
aggressive stance in reducing the impact of these changes. The final AD-HOC Financial and
Analysis Committee report recommendations are being implemented. The recent millage vote will
over the next few years increase the amount of ad-valorem tax revenue the City can collect.

The City is currently in the process of reviewing our obligations as they pertain to GASB 45. This
will require the City to report additional information regarding the long-term impact of post
employment obligations other than pensions (i.e. health care). This will require the City to
determine the cost on an actuarial basis, The City will need to determine the implications of this
accounting requirement, as the cost of funding this obligation will be large. The City will be
required to complete this process by July 1, 2009, for phase three governmental units which have
annual revenues less than $10 million dollars,

This financial report is intended to provide our citizens, taxpayers, customers and investors with a
general overview of the City of Huntington Woods, Michigan’s finances and to show
accountability for the money received. If you have any questions about this report or need
additional information, we welcome you to contact the administrative offices at City Hall.

DOEREN MAYHEW -10-
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CITY OF HUNTINGTON WOODS, MICHIGAN

STATEMENT OF NET ASSETS
JUNE 30, 2004
Primary Government
Governmental Business-Type
Activities Activities Total
Assets
Cash and cash equivalents (note 1) $ 621,280 $ 86407 $ 707,687
Investments (note 2) 3,646,830 1,088,002 4,734,832
Receivables
Accounts receivable 221,068 386,680 607,748
Contracts 26,489 - 26,489
Special assessments 4,535 - 4,535
Accrued interest 7,703 - 7,703
Inventories - 55,144 55,144
Capital assets, net (note 3)
Assets not depreciated 89,802 1,000 90,802
Construction-in-progress 3,748,688 - 3,748,688
Assets being depreciated 23,398,471 2,826,475 26,224,946
Total assets 31,764,866 4,443,708 36,208,574
Liabilities
Accounts payable and contract retainages 261,242 129,560 390,802
Bank overdraft 770,920 - 770,920
Accrued expenses 64,232 19,656 83,888
Deposits 547,912 20,480 568,392
Other liabilities 569,337 - 569,337
Noncurrent liabilities (note 5)
Due within one year 686,363 55,812 742,175
Due in more than one year 13,201,848 - 13,201,848
Total liabilities 16,101,854 225,508 16,327,362
Net Assets
Invested in capital assets, net of related debt 13,355,636 2,771,663 16,127,299
Restricted for
Construction projects 136,015 - 136,015
Unrestricted 2,171,361 1,446,537 3,617,898
Total net assets $ 15663012 $ 4218200 $ 19,881,212

See accompanying notes to financial statements

DOEREN MAYHEW -11-
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CITY OF HUNTINGTON WOODS, MICHIGAN

STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED JUNE 30, 2004

Program Revenues

Net Revenues (Expenses) and Change in Net Assets

Operating Capital
Charges for Grants and Grants and Governmental Business-Type
Functions/Programs Expenses Services Contributions Contributions Activities Activities Total
Primary Government
Governmental activities
General government 2,138,692 $ 458,754 $ - $ 8793 § (1671,145) $ - $ (1,671,145)
Public safety 1,502,117 136,407 - 3423 (1,362,287) - (1,362,287)
Public works 229,489 241,142 - - 11,653 - 11,653
Library 418,550 16,986 5,358 - (396,206) - (396,206)
Maintenance 411,802 - 388,057 - (23,745) - (23,745)
Traffic services 20,971 - - - (20,971) - (20,971)
Snow and ice removal 54,585 - - - (54,585) - (54,585)
Administrative 172,247 - - - (172,247) - (172,247)
Aquatic Club 188,969 171,600 - - (17,369) - (17,369)
Recreation 1,320,142 800,147 - - (519,995) - (519,995)
Employee benefits 1,142,039 - - - (1,142,039) - (1,142,039)
Professional services 396,731 - - - (396,731) - (396,731)
Capital outlay 267,875 - - - (267,875) - (267,875)
Interest on long-term debt 523,336 - - - (523,336) - (523,336)
Total governmental activities 8,787,545 1,825,036 393,415 12,216 (6,556,878) - (6,556,878)
Business-type activities
Water 1,377,640 1,500,798 - - - 123,158 123,158
Total primary government $ 10,165,185 3 3325834 % 393,415 $ 12216 (6,556,878) 123,158 (6,433,720)
e e T — 73
General revenues and transfers
Property taxes, levied for general purposes 4,024,806 - 4,024,806
Property taxes, levied for debt service purposes 1,120,667 - 1,120,667
State-shared revenues 607,762 - 607,762
Interest and investment earnings 23,710 7,398 31,108
Other 54,758 - 54,758
Transfers 208,654 (208,654) -
Total general revenues and transfers 6,040,357 (201,256) 5,839,101
Changes in net assets (516,521) (78,098) (594,619)
Net Assets - July 1, 2003 (Restated) 16,179,533 4,296,298 20,475,831
Net Assets - June 30, 2004 $ 15,663,012 $ 4218200 $ 19,881,212
_mm——mU= et 2o s
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CITY OF HUNTINGTON WOODS, MICHIGAN

BALANCE SHEET - GOVERNMENTAL FUNDS

Cash and cash equivalents
Investments
Receivables
Accounts receivable
Taxes
Inventories
Prepaid items

Total assets

Liabilities
Accounts payable
Bank overdraft
Accrued expenses
Other liabilities

Total liabilities

Fund Balances
Reserved for
Construction and improvements
Unreserved
Designated
Undesignated

Total fund balances

Total liabilities and
fund balances

DOEREN MAYHEW

JUNE 30, 2004
ASSETS
Other

Major Funds Nonmajor Total
General Sanitation Recreation Governmental Governmental

Fund Fund Fund Funds Funds
$ - $ 5030 § 150,351 $ 350,996 § 506,377
2,055,373 145,000 - 572,157 2,772,530
131,824 - - 89,244 221,068
23,038 3,073 378 - 26,489
7,703 - - - 7,703
1,510 - - 3,025 4,535
$ 2219448 § 153,103 § 150,729 § 1015422 % 3,538,702

LIABILITIES AND FUND BALANCE

$ 93345 § 31,885 $ 30,056 % 78316 $ 233,602
770,920 - - - 770,920
30,878 1,059 28,951 2,768 63,656
534,833 - 13,079 - 547,912
1,429,976 32,944 72,086 81,084 1,616,090
- - - 136,015 136,015
177,082 120,159 - 124,350 421,591
612,390 - 78,643 673,973 1,365,006
789,472 120,159 78,643 934,338 1,922,612
$ 2219448 § 153,103 § 150,729 § 1,015422 § 3,538,702

-13-
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CITY OF HUNTINGTON WOODS, MICHIGAN

RECONCILIATION OF GOVERNMENTAL FUNDS BALANCE SHEET
AND STATEMENT OF NET ASSETS
JUNE 30, 2004

Amounts reported for governmental activities in the statement of net assets are different because:

Total fund balances for governmental funds $ 1,922,612

Capital assets used in governmental activities are not financial
resources and are not reported in the funds 26,367,225

Long-term liabilities are not due and payable in the current
period and are not reported in the funds (13,881,325)

Internal Service Funds are included as part of governmental
activities : 1,261,386

Compensated absences are included as a liability in
governmental activities (6,886)

Net assets of governmental activities $ 15,663,012

See accompanying notes to financial statements
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CITY OF HUNTINGTON WOODS, MICHIGAN

BALANCE SHEET FULL ACCRUAL ADJUSTMENTS -
GOVERNMENTAL ACTIVITIES

JUNE 30, 2004
ASSETS
Reclassifications and Adjustments
Total Add Due
Gover tal Internal Service To/(From) Long-Term
Funds Funds Balances Debt
Cash and cash equivalents $ 506,377 $ 114,903 § - $ -
Investments 2,772,530 874,300 - -
Receivables
Accounts receivable 221,068 - - -
Taxes 26,489 - - -
Prepaid items 4,535 - - -
Inventories 7,703 - - -
Capital assets, net
Assets not depreciated - - - -
Construction-in-progress - - - -
Assets being depreciated - 869,736 - -
Total assets $ 3538702 § 1858939 $ - $ -
LIABILITIES AND FUND BALANCES/NET ASSETS
Liabilities
Accounts payable $ 233,602 $ 27640 $ - $ -
Bank overdraft 770,920 - - -
Accrued expenses 63,656 576 - -
Deposits 547,912 - - -
Other liabilities - 569,337 - -
Noncurrent liabilities
Due within one year - - - 679,477
Due in more than one year - - - 13,201,848

Total liabilities 1,616,090 597,553 - 13,881,325

Fund Balances/Net Assets
Fund balances
Reserved for
Encumbrances - 180,000 - -
Construction and improvements 136,015 - - -
Unreserved
Designated 421,591 - - -
Undesignated 1,365,006 - - -
Net assets
Invested in capital assets, net of related debt - 869,736 - (13,881,325)
Restricted for
Construction projects - - - -
Unrestricted ~ 211,650 - -

Total fund balances/net assets 1,922,612 1,261,386 - (13,881,325)

Total liabilities and fund balances/net assets $ 3,538,702 $ 1,858,939 $ - $ -

DOEREN MAYHEW
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Reclassifications and Adjustments

Capital Assets -

Compensated Capital Assets - Accumulated
Absences Cost Depreciation

Designated
and Reserved
Fund Balances

Governmental
Activities

- 89,802
- 3,748,688

- 31,650,958 (9,122,223)

$ 621,280
3,646,830

221,068
26,489
4,535
7,703

89,802
3,748,688
23,398,471

$ - 3 35,489,448 $ (9,122 223)
—_——emal

6,886 -

$

———————
e _——— —_

R-23

$ 31,764,866
—ee

$ 261,242
770,920

64,232

547,912

569,337

686,363
13,201,848

6,886 -

- 35,489,448 (9,122,223)

(6,886) -

(180,000)
(136,015)

(421,591)
(1,365,006)

136,015
1,966,597

16,101,854

13,355,636

136,015
2,171,361

(6,886) 35,489,448 (9,122,223)

15,663,012

$ - $ 35,489,448 $ 9,122223) $
e — ———————

$ 31,764,866

See accompanying notes to financial statements

DOEREN MAYHEW -15-

O e .




CITY OF HUNTINGTON WOODS, MICHIGAN

STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES -
GOVERNMENTAL FUNDS
FOR THE YEAR ENDED JUNE 30, 2004

Revenues

Property taxes and special
assessments

Licenses and permits

Intergovernmental

Charges for services

Aquatic Club charges

Program fees

Fines and forfeits

Interest

Other

Total revenues

Expenditures

Current
General government
Public safety
Public works
Library
Maintenance
Traffic services
Snow and ice removal
Administrative
Aquatic Club
Recreation
Employee benefits
Professional services

Capital outlay

Debt service
Principal

Interest and other charges
Total expenditures

Excess of Revenues Over (Under)

Expenditures

Other Financing Sources (Uses)
Transfers - in
Transfers - out

Total other financing
sources (uses)

Net Change in Fund Balances
Fund Balances - July 1, 2003

Fund Balances - June 30, 2004

DOEREN MAYHEW

Other
Major Funds Nonmajor Total
General Sanitation Recreation Governmental Governmental
Fund Fund Fund Funds Funds

$ 3,497,973 468,270 $ 58,563 $ 1,120,667 $ 5,145,473
223,242 - - - 223,242
625,336 - - 372,135 997,471
70,708 - - - 70,708

- - 171,600 - 171,600

- - 800,147 - 800,147
162,664 - - - 162,664
17,644 1,881 149 (1,304) 18,370
184,048 28,284 - 41,086 253,418
4,781,615 498,435 1,030,459 1,532,584 7,843,093

961,281 - - - 961,281
1,498,337 - - - 1,498,337

227,553 - - - 227,553
386,490 - - - 386,490

- - - 411,802 411,802

- - - 20,971 20,971

- - - 54,585 54,585

- 77,000 - 95,247 172,247

- - 188,969 - 188,969

- - 1,294,302 - 1,294,302

1,120,666 18,480 - - 1,139,146

- 396,731 - - 396,731

- - - 346,791 346,791

- - - 630,535 630,535

- - - 523,336 523,336

4,194,327 492,211 1,483,271 2,083,267 8,253,076
587,288 6,224 (452,812) (550,683) (409,983)

162,470 - 449,832 412,734 1,025,036
(1,001,432) (38,550) - (25,000) (1,064,982)
(838,962) (38,550) 449,832 387,734 (39,946)
(251,674) (32,326) (2,980) (162,949) (449,929)

1,041,146 152,485 81,623 1,097,287 2,372,541

$ 789,472 120,159 $ 78,643 $ 934,338 $ 1,922 612
_——m e 2. 022002

See accompanying notes to financial statements
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CITY OF HUNTINGTON WOODS, MICHIGAN

RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES AND
CHANGES IN FUND BALANCES OF GOVERNMENTAL FUNDS
TO THE STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED JUNE 30, 2004

Net change in fund balances - total governmental funds $ (449,929)

Amounts reported for governmental activities in the statement of activities
are different because:

Governmental funds report capital outlays as expenditures. However,
in the statement of activities, the cost of those assets is allocated
over their estimated useful lives as depreciation expense. This is
the amount by which capital outlays exceed depreciation in the
current period (665,858)

Bond proceeds provide current financial resources to governmental
funds, but issuing debt increased long-term liabilities in the
statement of net assets. Repayment of bond principal is an
expenditure in the governmental funds, but the repayment
reduces long-term liabilities in the statement of net assets.
This is the amount by which proceeds exceeded repayments 630,535

Some expenses reported in the statement of activities do not require
the use of current financial resources and, therefore, are not
reported as expenditures in government funds (2,893)

Internal Service Funds are used by management to charge the costs
of certain activities, such as insurance to individual funds. The
net expenses of the Internal Service Funds is reported with
governmental activities (28,376)

Change in net assets of governmental activities $ (516,521)

See accompanying notes to financial statements
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CITY OF HUNTINGTON WOODS, MICHIGAN

-
STATEMENT OF REVENUES AND EXPENDITURES FULL ACCRUAL ADJUSTMENTS -
GOVERNMENTAL ACTIVITIES -
FOR THE YEAR ENDED JUNE 30, 2004
Total Allocate -
Governmental Internal Service Transfers Long-Term
Funds Net Income In/(Out) Debt
Revenues -
Property taxes and special
assessments $ 5145473  $ - $ - $ -
Licenses and permits 223,242 - - -
Intergovernmental 997,471 - - - -
Charges for services 70,708 212,858 - -
Aquatic Club charges 171,600 - - -
Program fees 800,147 - - -
Fines and forfeits 162,664 - - - -
Investment income 18,370 5,340 - -
Other 253,418 1,079 - -
Total revenues 7,843,093 219,277 - - -
Expenditures
Current
General government 961,281 496,253 - - -
Public safety 1,498,337 - - -
Public works 227,553 - - -
Library 386,490 - - -
Maintenance 411,802 - - - -
Traffic services 20,971 - - -
Snow and ice removal 54,585 - - -
Administrative 172,247 - - -
Aquatic Club 188,969 - - - -
Recreation 1,294,302 - - -
Employee benefits 1,139,146 - - -
Professional services 396,731 - - -
Capital outlay 346,791 - - - -
Debt service
Principal 630,535 - - (630,535)
Interest and other charges 523,336 - - -
Total expenditures 8,253,076 496,253 - (630,535)
Excess of Revenues Over (Under)
Expenditures (409,983) (276,976) - 630,535 -
Other Financing Sources (Uses)
Transfers - in 1,025,036 250,600 (1,066,982) -
Transfers - out (1,064,982) (2,000) 1,066,982 - -—
Total other financing sources (uses) (39,946) 248,600 - -
Excess (Deficiency) of Revenues Over -
(Under) Expenditures and Other
Financing Sources (Uses)/Change
in Fund Balances/Net Assets (449,929) (28,376) - 630,535
—
Fund Balances/Net Assets - July 1, 2003 2,372,541 1,289,762 - 478,188
Fund Balances/Net Assets - June 30, 2004 $ 1922612 $ 1,261,386 $ - $ 1,108,723
-
L
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-
-
- Interdepartmental
Compensated Capital Special and Interfund Governmental
Absences Outlay Depreciation Assessments Charges Activities
—_
$ - $ - $ - $ - $ - $ 5,145473
- - - - - 223,242
- - - - - 997,471
-
- - - - - 283,566
- - - - - 171,600
- - - - - 800,147
- - - - - 162,664
L]
- - - - - 23,710
- - - - - 254,497
- - - - - 8,062,370
-
- - 681,158 - - 2,138,692
-
- - 3,780 - - 1,502,117
- - 1,936 - - 229,489
- - 32,060 - - 418,550
- - - - - 411,802
L
- - - - - 20,971
- - - - - 54,585
- - - - - 172,247
- - - - - 188,969
-
- - 25,840 - - 1,320,142
2,893 - - - - 1,142,039
- - - - - 396,731
- (78,916) - - - 267,875
Louad
- - - - - 523,336
-
2,893 (78,916) 744,774 - - 8,787,545
- (2.893) 78,916 (744,774) - - (725,175)
- - - - - 208,654
- - - - - - -
- - - - - 208,654
-
(2,893) 78,916 (744,774) - - (516,521)
L]
(4,128) 1,400,032 (1,153,262) - - 4,383,133
$ (7021) $ 1,478,948 $ (1,898036) $ - $ - $ 3,866,612
e
-
See accompanying notes to financial statements
L
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CITY OF HUNTINGTON WOODS, MICHIGAN

STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND
BALANCE - BUDGET TO ACTUAL - GENERAL FUND
FOR THE YEAR ENDED JUNE 30, 2004

Variance With
Final Budget
Budgeted Amounts Actual Amounts Positive
Original Final (Budgetary Basis) (Negative)
Budgetary Fund Balance - July 1, 2003 $ 1,041,146 $ 1,041,146 $ 1,041,146 $ -
Resources (Inflows)
Property taxes 3,532,407 3,532,407 3,497,973 (34,434)
Licenses and permits 179,050 189,050 223,242 34,192
Intergovernmental 667,156 627,156 625,336 (1,820)
Charges for services 76,500 76,500 70,708 (5,792)
Fines and forfeits 143,700 143,700 162,664 18,964
Interest income 75,500 65,500 17,644 (47,856)
Transfers - in 122,470 162,470 162,470 -
Other 112,083 112,083 184,048 71,965
Amounts available for
appropriation 4,908,866 4,908,866 4,944,085 35,219
Charges to Appropriations (Outflows)
General government 924,595 924,595 961,281 (36,686)
Public safety 1,526,221 1,526,221 1,498,337 27,884
Public works 243,491 268,491 227,553 40,938
Library 385,620 385,620 386,490 (870)
Employee benefits 999,177 1,034,177 1,120,666 (86,489)
Transfers - out 1,121,032 1,057,032 1,001,432 55,600
Total charges to appropriations 5,200,136 5,196,136 5,195,759 377
Budgetary Fund Balance - June 30, 2004 $ 749,876 $ 753,876 $ 789,472 $ 35,596

See accompanying notes to financial statements
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CITY OF HUNTINGTON WOODS, MICHIGAN

STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND
BALANCE - BUDGET TO ACTUAL - SANITATION FUND
FOR THE YEAR ENDED JUNE 30, 2004

Budgetary Fund Balance - July 1, 2003

Resources (Inflows)
Property taxes
Other
Interest income

Amounts available for
appropriation

Charges to Appropriations (Qutflows)
Administrative
Employee benefits
Professional services
Transfers - out

Total charges to appropriations

Budgetary Fund Balance - June 30, 2004

Variance With
Final Budget
Budgeted Amounts Actual Amounts Positive
Original Final (Budgetary Basis) (Negative)
152,485 $ 152,485 § 152,485 § -
467,517 467,517 468,270 753
500 500 28,284 27,784
7,500 7,500 1,881 (5,619)
475,517 475,517 498,435 22,918
74472 74472 77,000 (2,528)
18,480 18,480 18,480 -
365,127 365,127 396,731 (31,604)
38,550 38,550 38,550 -
496,629 496,629 530,761 (34,132)
131373 $ 131373 § 120159 § (11,214)

See accompanying notes to financial statements
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CITY OF HUNTINGTON WOODS, MICHIGAN

STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND
BALANCE - BUDGET TO ACTUAL - RECREATION FUND
FOR THE YEAR ENDED JUNE 30, 2004

Budgetary Fund Balance - July 1, 2003

Resources (Inflows)

Property taxes

State sources

Aquatic Club charges
Program fees

Interest income
Transfers - in

Amounts available for
appropriation

Charges to Appropriations (Outflows)

Bus
Recreation
Programs
Pool

Total charges to appropriations

Budgetary Fund Balance - June 30, 2004

Variance With
Final Budget
Budgeted Amounts Actual Amounts Positive
Original Final (Budgetary Basis) (Negative)
81623 % 81,623 § 81,623 $ -
57,515 57,515 58,563 1,048
10,000 10,000 - (10,000)
165,000 165,000 171,600 6,600
593,390 593,390 800,147 206,757
1,500 1,500 149 (1,351)
449,832 449,832 449,832 -
1,277,237 1,277,237 1,480,291 203,054
56,601 56,601 48,699 7,902
390,079 390,079 440,407 (50,328)
711,194 711,194 805,196 (94,002)
170,462 170,462 188,969 (18,507)
1,328,336 1,328,336 1,483,271 (154,935)
30524 $ 30524 % 78643 §$ 48,119

See accompanying notes to financial statements
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CITY OF HUNTINGTON WOODS, MICHIGAN

STATEMENT OF NET ASSETS - PROPRIETARY FUNDS

JUNE 30, 2004
Business-Type Governmental
Activities Activities
Water Internal
Fund Service Funds
Assets
Current Assets
Cash and cash equivalents $ 86,407 $ 114,903
Investments 1,088,002 874,300
Receivables 386,680 -
Inventories 55,144 -
Total current assets 1,616,233 989,203
Noncurrent Assets
Capital assets, net
Assets not depreciated 1,000 -
Assets being depreciated 2,826,475 869,736
Total noncurrent assets 2,827,475 869,736
Total assets $ 4443708 $ 1,858,939
Liabilities
Current Liabilities
Current portion of long-term debt $ 55812 § -
Accounts payable and contract 129,560 27,640
Accrued expenses 19,656 576
Deposits and other 20,480 -
Due to employees - 569,337
Total current liabilities 225,508 597,553
Net Assets
Invested in capital assets, net of related debt 2,771,663 869,736
Restricted for
Other purposes - 180,000
Unrestricted 1,446,537 211,650
Total net assets 4,218,200 1,261,386
Total liabilities and net assets $ 4443708 $ 1,858,939

See accompanying notes to financial statements
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CITY OF HUNTINGTON WOODS, MICHIGAN

STATEMENT OF REVENUES, EXPENSES AND CHANGES IN NET ASSETS -

PROPRIETARY FUNDS
FOR THE YEAR ENDED JUNE 30, 2004

Business-Type Governmental
Activities Activities
Water Internal
Fund Service Funds
Operating Revenues
Charges for sales and services $ 1,496,938 $ -
Penalties 3,860 -
Charges to other funds of the City - 212,858
Other - 1,079
Total operating revenues 1,500,798 213,937
Operating Expenses
Sewage disposal costs 572,120 -
Water purchases 287,199 -
Payroll and benefits 297,171 -
Depreciation 95,843 85,215
Other 125,307 411,038
Total operating expenses 1,377,640 496,253
Operating Income (Loss) 123,158 (282,316)
Nonoperating Revenues (Expenses)
Interest income 7,398 5,340
Transfers - in (out) (208,654) 248,600
Total nonoperating revenues (expenses) (201,256) 253,940
Change in Net Assets (78,098) (28,376)
Net Assets - July 1, 2003 4,296,298 1,289,762
Net Assets - June 30, 2004 $ 4218200 $ 1,261,386

DOEREN MAYHEW

See accompanying notes to financial statements
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CITY OF HUNTINGTON WOODS, MICHIGAN

STATEMENT OF CASH FLOWS - PROPRIETARY FUNDS

FOR THE YEAR ENDED JUNE 30, 2004

Cash Flows From Operating Activities:
Receipts from customers
Payments to suppliers for goods and services
Payments to employees for services
Other receipts

Net cash used in operating activities

Cash Flows From Noncapital Financing Activities:
Interfund transfers

Cash Flows From Capital and Related Financing Activities:
Acquisition of property, plant and equipment
Proceeds from sale of fixed assets
Bank overdraft
Payments of long-term debt

Net cash used in capital and related financing activities

Cash Flows From Investing Activities:
Interest received

Net Decrease in Cash and Cash Equivalents
Cash and Cash Equivalents - July 1, 2003
Cash and Cash Equivalents - June 30, 2004

Reconciliation of operating income (loss) to net cash
used in operating activities:

Operating income (loss)
Depreciation
Loss on sale of fixed assets

Adjustments to reconcile operating income (loss) to net cash
used in operating activities:

Increase in receivables

Increase (decrease) in accounts payable and contract
Increase in deposits and other

Decrease in due to other funds

Increase (decrease) in other liabilities

Total adjustments

Net cash used in operating activities

See accompanying notes to financial statements
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Business-Type Governmental
Activities Activities
Water Internal
Fund Service Funds
$ 1,484,027 $ 213,937
(1,227,768) (102,840)
(297,171) (310,088)
- 20,009
(40,912) (178,982)
(208,654) 248,600
(12,504) (13,908)
- 12,584
- (122,964)
(27,911) -
(40,415) (124,288)
7,398 5,340
(282,583) (49,330)
1,456,992 1,038,533
$ 1,174,409 $ 989,203
$ 123,158 $ (282,316)
95,843 85,215
- 17,310
(16,771) -
(7,586) 17,138
4,965 -
(241,284) -
763 (16,329)
(259,913) 809
$ (40,912) $ (178,982)




Note 1 -
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CITY OF HUNTINGTON WOODS, MICHIGAN

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2004

Significant Accounting Policies
The accounting policies of the City of Huntington Woods, Michigan conform to
generally accepted accounting principles as applicable to governmental units. The

following is a summary of the more significant policies:

The Reporting Entity

The City has adopted the position of the Governmental Accounting Standards Board
(GASB) as outlined in its Statement 1 regarding the definition of reporting entity. The
basic criteria for including a governmental department, agency, institution, commission,
public authority or other governmental organizations in a governmental unit's financial
report is the exercise of oversight responsibility over such agencies by the governmental
unit's elected officials.

The City has no entities that are not included in this report.

A. Fund Accounting

The accounts of the City are organized on the basis of funds, each of which is
considered a separate accounting entity. The operations of each fund are accounted
for with a separate set of self-balancing accounts that comprise its assets, liabilities,
fund equity, revenues and expenditures, or expenses, as appropriate. Government
resources are allocated to and accounted for in individual funds based upon the
purposes for which they are to be spent and the means by which spending activities
are controlled. The various funds are grouped, in the financial statements in this
report, into six generic fund types and two broad fund categories as follows:

Governmental Funds

The City reports the following major and nonmajor governmental funds:

General Fund

The General Fund is the general operating fund of the City. It is used to account
for all financial resources except those required to be accounted for in another
fund.

-25-
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CITY OF HUNTINGTON WOODS, MICHIGAN

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2004

Note1 - Significant Accounting Policies - Continued

A. Fund Accounting - Continued

Governmental Funds - Continued

Special Revenue Funds

Special Revenue Funds are used to account for the proceeds of specific revenue
sources (other than special assessments expendable trusts, or major capital
projects) that are legally restricted to expenditure for specified purposes.

Debt Service Funds

Debt Service Funds are used to account for the accumulation of resources for the
annual payment of principal, interest and expenditures in connection with
certain long-term debt other than debt payable from the operations of a
proprietary fund.

Capital Project Funds

Capital Project Funds are used to account for financial resources to be used for
the acquisition or construction of major capital facilities (other than those
financed by proprietary funds, special assessment funds, and trust funds).

Proprietary Funds

Enterprise Funds

Enterprise Funds are used to account for operations: (a) that are financed and
operated in a manner similar to private business enterprises - where the intent of
the governing body is that the costs (expenses, including depreciation) of
providing goods or services to the general public on a continuing basis be
financed or recovered primarily through user charges; or (b) where the
governing body has decided that periodic determination of revenues earned,
expenses incurred, and/or net income is appropriate for capital maintenance,
public policy, management control, accountability, or other purposes. The City
maintains an Enterprise Fund with one segment which provides water and sewer
services.

DOEREN MAYHEW -26-




CITY OF HUNTINGTON WOODS, MICHIGAN

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2004

Note 1 - Significant Accounting Policies - Continued

DOEREN MAYHEW

A.

Fund Accounting - Continued

Proprietary Funds - Continued

Internal Service Funds

Internal Service Funds are used to account for the financing of goods or services
provided by one department or agency to other departments or agencies of the
City, on a cost reimbursement basis.

Capital Assets and Long-Term Liabilities

Capital assets, which include property, buildings, equipment and infrastructure
assets (e.g., roads and sidewalks), are reported in the applicable governmental or
business-type activities column in the government-wide financial statements.
Capital assets are defined by the government as assets with an initial individual
cost of more than $5,000 and an estimated useful life in excess of one year. Such
assets are recorded at historical cost or estimated historical cost if purchased or
constructed. Donated capital assets are recorded at estimated fair market value at
the date of donation.

Estimated

Assets Classification Useful Life
Buildings 40 years
Building improvements 40 years
Infrastructure 60 years
Machinery and equipment 7 - 15 years
Office equipment/furniture 5 -10 years
Vehicles 7 years

-7




CITY OF HUNTINGTON WOODS, MICHIGAN

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2004

Note1 - Significant Accounting Policies - Continued

DOEREN MAYHEW

B.

Capital Assets and Long-Term Liabilities - Continued

In the government-wide financial statements and the proprietary fund types in the
fund financial statements, long-term debt and other long-term obligations are
reported as liabilities in the applicable governmental activities, business-type
activities or proprietary fund-type statement of net assets. Bond premiums and
discounts, as well as issuance costs, are deferred and amortized over the life of the
bonds using the effective interest method. Bonds payable are reported net of the
applicable bond premium or discounts. Bond issuance costs are reported as
deferred charges and amortized over the term of the related debt.

Basis of Accounting

All governmental funds are accounted for using the modified accrual basis of
accounting. Their revenues are recognized when they become measurable and
available as net current assets. Expenditures are generally recognized under the
modified accrual basis of accounting when the related fund liability is incurred.

Property taxes are based on December 31, 2003 assessments with taxes due and
payable during the fiscal year ended June 30, 2004. They are included in revenue as
they are both measurable and available.

Revenues that are not susceptible to accrual, including the majority of charges for
services, fines and forfeits, and miscellaneous revenues are recorded when
received.

All proprietary funds are accounted for using the accrual basis of accounting. Their
revenues are recognized when they are earned, and their expenses are recognized
when they are incurred. Unbilled Water and Sewer Fund service receivables are
recorded at year end.

Trust funds totaling $256,779 have been included in cash and cash equivalents and
other liabilities in the General Fund as of June 30, 2004.
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CITY OF HUNTINGTON WOODS, MICHIGAN

~
NOTES TO FINANCIAL STATEMENTS
- JUNE 30, 2004
Note 1 - Significant Accounting Policies - Continued
- D. Basis of Presentation - Government-Wide Financial Statements
The statement of net assets and the statement of activities are prepared using the
- economic resources measurement focus and the accrual basis of accounting.
Revenues, expenses, gains, losses, assets, and liabilities resulting from exchange
- and exchange-like transactions are recognized when the exchange takes place.
Revenues, expenses, gains, losses, assets and liabilities resulting from non-exchange
transactions are recognized in accordance with the Governmental Accounting
- Standards Board Statement No. 33.

The statement of net assets and the statement of activities display information
- about the City as a whole. The statements include all funds of the primary
government. The statements are presented to distinguish between governmental
and business-type activities of the City. Governmental activities are financed

- through taxes, intergovernmental revenues and other non-exchange revenues.
These activities are reported in Governmental and Internal Service Funds.

- Business-type activities are financed by fees charged to external parties for goods
or services. These activities are reported in the City’s Enterprise Funds.

- The statement of activities demonstrates the degree to which the direct expenses of

a given function or segment are offset by program revenues. Direct expenses are
those that are clearly identifiable with a specific function or segment. Program
- revenues include: 1) charges to customers or applicants who purchase, use or
directly benefit from goods, services or privileges provided by a given function or
segment, and 2) grants and contributions that are restricted to meeting the

- operational or capital requirements of a particular function or segment. Taxes and
other items not properly included among program revenues are reported instead
- as general revenues.

Capital assets are reported in the government-wide statements at historical cost.
- Capital assets include land, improvements to land, buildings, building
improvements, vehicles, machinery, equipment, library collection, infrastructure
and all other tangible or intangible assets that are used in operations and have
s initial useful lives beyond a single reporting period. Infrastructure assets are long-
lived capital assets that normally can be preserved for a significantly greater
number of years than most capital assets.
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NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2004

Note 1 - Significant Accounting Policies - Continued
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D.

Basis of Presentation - Government-Wide Financial Statements - Continued

Capital assets that are being depreciated are reported net of accumulated
depreciation in the statement of net assets. Capital assets that are not being
depreciated, such as land, are reported separately.

Capital assets are depreciated over their estimated useful lives. Depreciation
expense is reported in the statement of activities by allocating the net cost over the
estimated useful life of the asset. Assets are depreciated on an individual basis for
equipment and buildings. Roads are depreciated as a class with each class
containing items based on their date of construction or reconstruction. Sidewalks
are depreciated by class with each class containing items based on the year of
construction.

As a general rule the effect of interfund activity has been eliminated from the
government-wide financial statements. Exceptions to this general rule are
payments-in-lieu of taxes and other charges between the government’s water and
sewer function and various other functions of the government. Elimination of
these charges would distort the direct costs and program revenues reported for the
various functions concerned.

Budget Information

The City is legally subject to the budgetary control requirements of the State of
Michigan P.A. 621 of 1978 (the Uniform Budgeting Act). Requirements are as
follows:

1. Budgets must be adopted for the General Fund, Special Revenue Funds,
and Debt Service Funds.

2. The budgets must be balanced.

3. The budgets must be amended when necessary.

4. Public hearings must be held before budget adoptions.
5. Expenditures cannot exceed budget appropriations.

6. Expenditures must be authorized by a budget before being incurred.
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Note1 - Significant Accounting Policies - Continued
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E.

Budget Information - Continued

Budgeted amounts of the revenues and expenditures presented for the General
Fund, Special Revenue Funds and Debt Service Funds are a summarization of the
budgeted amounts as originally adopted, or as amended by the City Commission.
Individual amendments were not material in relation to the original appropriations
which were amended. Budget appropriations lapse at year-end and encumbrances
are not included as expenditures. A comparison of the budget with statements of
actual revenues and expenditures, including budget variances, for the above funds,
is presented in the financial statements. Budgets have been prepared on a basis
consistent with generally accepted accounting principles.

Budget Compliance

P.A. 621 of 1978, Section 18 (1), as amended, provides that a local unit of
government shall not incur expenditures in excess of the amount appropriated. The
City estimated $287,270 from the unreserved fund balance for operations. For the
fiscal year ended June 30, 2004, $251,674 was used for this purpose. The General
Fund finished the year with 95% of all appropriations spent in aggregate, however
for the year ended June 30, 2004, the following accounts incurred excess
expenditures over the amount appropriated:

Excess of
Budget Actual Appropriation Percentage

General Fund

Administrative $ 794,545 § 834,579 $ 40,034 5%

Employee benefits 1,034,177 1,120,666 86,489 8%

Insurance 108,575 111,102 2,527 3%
Special Revenue Funds

Recreation $ 1,328,336 $ 1,483,271 $ 154,935 11%

Major Road 240,189 255,222 15,033 6%

Local Road 286,976 326,772 39,796 13%

Sanitation 496,629 530,761 34,132 7%

The funds had adequate fund balance to cover the expenditures in excess of
amounts appropriated.
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Note 1 - Significant Accounting Policies - Continued
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F.

Budget Compliance - Continued

The City established the Health Insurance Fund, an Internal Service Fund, on July 1,
2002 for the purpose of providing a fund by which future employee health
insurance costs may be charged. Although this fund had posted a deficit balance at
the end of 2003, the current year operations resulted in a positive fund balance of
$34,998.

Property taxes are recorded on the accrual basis of accounting and are levied by the
City each July 1st on the assessed valuation of the property located within its
boundaries as of the preceding December 31st. Any real property taxes not paid by
March 1¢, following the due date, are reimbursed by the County. The County
Treasurer takes over collection responsibility at that date. Delinquent personal
property taxes, on the other hand, are less certain as to ultimate collection.

Throughout the year ended June 30, 2004, the City had cash balances with a major
single financial institution in excess of $100,000 which is covered by Federal
Depository Insurance. At June 30, 2004, no single investment instrument was in
excess of the FDIC insurance limit.
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NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2004

Note 2 - Investments

Investments are summarized as follows:

Category Carrying  Market
1 2 3 Amount Value
Short-term investment
pools $ - $ 1,794,838 $ - $ 1,794,838 $ 1,794,838
U.S. Government Agencies - 2,807,508 - 2,807,508 2,807,508
Interlocal Trust Agreement - 132,486 - 132,486 132,486

Total $ - $4734832 $ - $4,734,832 $ 4,734,832

The City's investments are categorized to give an indication of the level of risk assumed
by the entity at June 30, 2004. Category 1 includes investments that are insured or
registered or for which the securities are held by the City or its agent in the City's name.
Category 2 includes uninsured and unregistered investments for which the securities are
held by the broker's or dealer's trust department or agent in the City's name. Category 3
includes uninsured and unregistered investments for which the securities are held by
the broker or dealer, or by its Trust Department or agent but not in the City's name.
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CITY OF HUNTINGTON WOODS, MICHIGAN

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2004

Note 3 - Capital Assets

Capital Assets Activity of the primary government’s Governmental and Business-Type
Activities was as follows:

Balance Balance
7/1/03 Additions Reductions 6/30/04
Governmental Activities
Infrastructure - roads and
sidewalks $ 19,543,654 $ - $ - $ 19,543,654
Vehicles 15,869 - - 15,869
Office equipment and
furniture 727,496 46,019 - 773,515
Library books and fine arts 678,182 - - 678,182
Machinery and equipment 2,623,308 14,757 92,717 2,545,348
Land improvements 124,928 - - 124,928
Building and building
improvements 8,821,058 18,140 - 8,839,198
Land 89,802 - - 89,802
Construction-in-progress 3,748,688 - - 3,748,688
Total at historical cost 36,372,985 78,916 92,717 36,359,184
Less Accumulated
Depreciation For:
Infrastructure - roads and
sidewalks 3,925,946 315,478 - 4,241,424
Vehicles 4,408 882 - 5,290
Office equipment and
furniture 628,738 117,518 - 746,256
Library books and fine arts 581,766 30,276 - 612,042
Machinery and equipment 1,081,091 130,190 62,823 1,148,458
Land improvements 80,491 25,039 - 105,530
Building and building
improvements 2,052,617 210,606 - 2,263,223
Total accumulated
depreciation 8,355,057 829,989 62,823 9,122,223
Total Governmental
Activities Capital
Assets, net $ 28017928 § (751,073) $ 29,894 $ 27,236,961
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NOTES TO FINANCIAL STATEMENTS
- JUNE 30, 2004
L]
Note 3 - Capital Assets - Continued
- Balance Balance
7/1/03 Additions Reductions 6/30/04
Business-Type Activities
- Building and building
improvements $ 7499 $ - $ - $ 7499
Land 1,000 - - 1,000
- Machinery and equipment 435,013 - - 435,013
Water and sewer mains 3,341,695 12,505 - 3,354,200
Water meters 241,351 - - 241,351
- Total at historical cost 4,026,558 12,505 - 4,039,063
Less accumulated depreciation 1,115,745 95,843 - 1,211,588
- Total Business-Type
Activities Capital
Assets, Net $ 2910813 § (83338) % - $ 2,827 475
-_
Depreciation included in the determination of operating income is computed on the
straight-line basis over estimated useful lives ranging from 5 years to 60 years. Land is a
- non-depreciable asset. Depreciation expense at June 30, 2004 amounted to:
Water Fund $ 95,843
L}
The City's interest in the George W. Kuhn portion of the Twelve Town Drain System
- that is owned and operated by several governmental agencies has been reflected under

the caption of construction-in-progress in the accompanying financial statements.

Liabilities to the County for construction of the sewage disposal facilities are recorded in
- the government-wide statement of net assets as noncurrent liabilities of the City because

related debt service charges are financed largely by property taxes levied instead of by

user charges. Accordingly, property and equipment related to County sewer operations
- are not recorded in the Water Fund rather are recorded in governmental activities.

The prior year net assets balance has been adjusted to appropriately reflect the City's

= interest in the George W. Kuhn portion of the Twelve Town Drain System in the amount
of $3,748,688.

- The City's interest in the initial Twelve Town Drain System has not been recorded in
capital assets due to the immateriality of the net book value of the asset.
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CITY OF HUNTINGTON WOODS, MICHIGAN

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2004

Note 4 - Long-Term Debt

A summary of changes in long-term debt is as follows:

Balance Balance
7/1/03 Additions Reductions 6/30/04
Governmental Activities:
Compensatory time $ 9,779 $ - $ 2,893 % 6,886
Recreation Center
Improvement Bonds 4,350,000 - 200,000 4,150,000
Street Improvement Bonds 2,750,000 - 250,000 2,500,000
Street Improvement Bonds 3,500,000 - 75,000 3,425,000
George W. Kuhn Drain
Bonds 2000-A 538,077 - 22,394 515,683
George W. Kuhn Drain
Bonds 2000-B 199,508 - 6,264 193,244
George W. Kuhn Drain
Bonds 2002-C 2,574,502 - - 2,574,502
George W. Kuhn Drain
Bonds 2002-D 99,284 - - 99,284
George W. Kuhn Drain
Bonds 2002-E 309,129 - - 309,129
Recreation Center
Installment Loan 191,360 - 76,877 114,483
Total Governmental
Activities 14,521,639 - 633,428 13,888,211
Business-Type Activities:
Vactor Installment Loan 83,722 - 27,910 55,812
Total $ 14605361 $ - $ 661,338 $ 13,944,023
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CITY OF HUNTINGTON WOODS, MICHIGAN

NOTES TO FINANCIAL STATEMENTS

Note 4 - Long-Term Debt - Continued

At June 30, 2004, long-term obligations consisted of:

Governmental Activities:

Compensatory time

JUNE 30, 2004

DOEREN MAYHEW

Recreation Center Improvement Bonds

dated July 1, 1998; annual principal
payments of $165,000 to $550,000, due
serially to October 1, 2014; interest rates
4% to 6% (original issue totaled
$4,915,000)

Street Improvement Bonds dated April 1,

1999; annual principal payments of
$150,000 to $300,000, due serially to
October 1, 2014; interest rates 4% to 6%
(original issue totaled $3,500,000)

Street Improvement Bonds dated April 1,

2001; annual principal payments of
$75,000 to $500,000, due beginning
October 2003 serially to October 1, 2015;
interest rates 4% to 4.5% (original issue
totaled $3,500,000)

George W. Kuhn Drain Bonds 2000-A

dated April 1, 2001; annual principal
payments of $21,000 to $36,000, due
beginning April 2003 serially to April 1,
2022; interest rate at 2.5% (original issue
totaled $560,001). These represent the
City’s portion of the total bonds issued
by Oakland County

Total - this page
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CITY OF HUNTINGTON WOODS, MICHIGAN

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2004

Note 4 - Long-Term Debt - Continued

Governmental Activities - Continued:

Total - from previous page $ 10,597,569

George W. Kuhn Drain Bonds 2000-B dated
April 1, 2001; annual principal payments
of $6,200 to $15,500, due beginning April
2003 serially to April 1, 2022; interest
rate at 2.5% (original issue totaled
$205,772). These represent the City’s
portion of the total bonds issued by
Oakland County 193,244

George W. Kuhn Drain Bonds 2002-C
dated April 1, 2002; annual principal
payments of $100,850 to $161,142, due
beginning April 2005 serially to April 1,
2024; interest rate at 2.5% (original issue
totaled $2,574,502). These represent the
City’s portion of the total bonds issued
by Oakland County 2,574,502

George W. Kuhn Drain Bonds 2002-D
dated April 1, 2002; annual principal
payments of $3,915 to $6,264, due
beginning April 2005 serially to April 1,
2024; interest rate at 2.5% (original issue
totaled $99,284). These represent the
City’s portion of the total bonds issued

by Oakland County 99,284
Total - this page 13,464,599
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Note 4 - Long-Term Debt - Continued
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Governmental Activities - Continued:

Total - from previous page

George W. Kuhn Drain Bonds 2002-E dated

April 1, 2002; annual principal payments
of $10,962 to $22,551, due beginning
April 2005 serially to April 1, 2024;
interest rate of 4% to 5.25% (original
issue totaled $309,129). These represent
the City’s portion of the total bonds
issued by Oakland County

Recreation Center Installment Loan dated

April 1, 2001; annual principal payments
of $33,683, due serially to April 1, 2007;
interest rate at 5.45% (original issue
totaled $393,458)

Business-Type Activities:

Vactor Instaliment Loan dated March 5,

2001; semi-annual principal payments of
$13,955, due March and September to
March 2006; interest rate at 5.45%

Total long-term debt
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NOTES TO FINANCIAL STATEMENTS

JUNE 30, 2004
Note 4 - Long-Term Debt - Continued

Annual Annual

Amount of Interest Date of Principal Interest

Date of Issue Issue Rate Maturity _Payments Payable

Recreation Center Improvement Bonds

7/1/98 $ 4,915,000 6.00% 10/1/04 $ 250,000 $ 176,600
6.00 10/1/05 250,000 161,600
6.00 10/1/06 300,000 145,100
4.70 10/1/07 300,000 129,050
4.00 10/1/08 350,000 115,000
4.00 10/1/09 350,000 101,000
4.00 10/1/10 400,000 86,000
4.00 10/1/11 450,000 69,000
4.00 10/1/12 450,000 51,000
4.00 10/1/13 500,000 32,000
4.00 10/1/14 550,000 11,000

$ 4150000 $ 1,077.350
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JUNE 30, 2004
Note 4 - Long-Term Debt - Continued

Annual Annual

Amountof Interest Date of Principal Interest

Date of Issue Issue Rate Maturity _Payments Payable

Street Improvement Bonds
4/1/99 $ 3,500,000 4.00% 10/1/04 $ 150,000 $ 97,000
4.00 10/1/05 150,000 91,000
4.00 10/1/06 150,000 85,000
4.00 10/1/07 200,000 78,000
4.00 10/1/08 225,000 69,500
4.00 10/1/09 225,000 60,500
4.00 10/1/10 250,000 51,000
4.00 10/1/11 250,000 41,000
4.00 10/1/12 300,000 30,000
4.00 10/1/13 300,000 18,000
4.00 10/1/14 300,000 6,000
$ 2500000 $ 627,000
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Date of Issue

Street Improvement Bonds

4/1/01

JUNE 30, 2004

Annual Annual

Amount of Interest Date of Principal Interest

Issue Rate Maturity Payments Pavable
$ 3,500,000 4.125% 10/1/04 $ 100,000 $ 146,507
4.125 10/1/05 125,000 141,866
4.125 10/1/06 150,000 136,194
4.250 10/1/07 150,000 129,913
4.250 10/1/08 200,000 122,475
4.250 10/1/09 250,000 112,913
4.250 10/1/10 300,000 101,225
4.250 10/1/11 300,000 88,475
4.350 10/1/12 350,000 74,488
4.500 10/1/13 500,000 55,625
4.500 10/1/14 500,000 33,125
4.375 10/1/15 500,000 10,938
3,425,00 1,153,744
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NOTES TO FINANCIAL STATEMENTS

JUNE 30, 2004
Note 4 - Long-Term Debt - Continued

Annual Annual

Amountof Interest Date of Principal Interest

Date of Issue Issue Rate Maturity _Payments Payable

George W. Kuhn Drain Bonds 2000-A

4/1/01 $ 560,001 2.5% 4/1/2005 $ 23,020 $ 12,892
25 4/1/2006 23,647 12,316
25 4/1/2007 24,273 11,726
25 4/1/2008 24,743 11,118
25 4/1/2009 25,369 10,500
25 4/1/2010 25,996 9,866
25 4/1/2011 26,779 9,216
25 4/1/2012 27,405 8,546
25 4/1/2013 28,031 7,862
2.5 4/1/2014 28,814 7,160
25 4/1/2015 29,441 6,440
25 4/1/2016 30,224 5,704
25 4/1/2017 31,007 4,948
25 4/1/2018 31,790 4,174
25 4/1/2019 32,573 3,378
25 4/1/2020 33,356 2,564
25 4/1/2021 34,139 1,730
25 4/1/2022 35,076 876

$ 515683 $ 131,016
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NOTES TO FINANCIAL STATEMENTS

- JUNE 30, 2004
Note 4 - Long-Term Debt - Continued
Annual Annual
- Amount of Interest Date of Principal Interest
Date of Issue Issue Rate Maturity _Payments Payable
- George W. Kuhn Drain Bonds 2000-B
4/1/01 $ 205,772 4.7500% 4/1/2005 $ 7,047 $ 9,970
- 4.7500 4/1/2006 7,047 9,636
4.7500 4/1/2007 7,830 9,302
5.0000 4/1/2008 7,830 8,930
- 5.0000 4/1/2009 8,613 8,538
5.0000 4/1/2010 8,613 8,106
- 5.0000 4/1/2011 9,396 7,676
5.0000 4/1/2012 9,396 7,206
5.0000 4/1/2013 10,179 6,736
— 5.1000 4/1/2014 10,962 6,228
5.2000 4/1/2015 10,962 5,668
5.2500 4/1/2016 11,745 5,098
e 5.3000 4/1/2017 12,528 4,482
5.3500 4/1/2018 13,311 3,818
5.3750 4/1/2019 13,311 3,106
- 5.3750 4/1/2020 14,094 2,390
5.3750 4/1/2021 14,877 408
- 5.3750 4/1/2022 15,503 834
$ 193244 $ 108,132
[
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JUNE 30, 2004
Note 4 - Long-Term Debt - Continued

Annual Annual

Amount of Interest Date of Principal Interest

Date of Issue Issue Rate Maturity _Payments Payable

George W. Kuhn Drain Bonds 2002-C

4/1/02 $ 2,574,502 2.5% 4/1/2005 $ 100850 $ 64,362
25 4/1/2006 103,356 61,840
2.5 4/1/2007 105,862 59,258
2.5 4/1/2008 108,524 56,610
25 4/1/2009 111,186 53,898
2.5 4/1/2010 114,005 51,118
2.5 4/1/2011 116,824 48,268
2.5 4/1/2012 119,799 45,348
25 4/1/2013 122,774 42,352
25 4/1/2014 125,906 39,284
25 4/1/2015 129,038 36,136
25 4/1/2016 132,327 32,910
2.5 4/1/2017 135,615 29,602
25 4/1/2018 138,904 26,210
25 4/1/2019 142,349 22,738
25 4/1/2020 145,951 19,180
25 4/1/2021 149,553 15,530
25 4/1/2022 153,311 11,792
2.5 4/1/2023 157,226 7,960
2.5 4/1/2024 161,142 4,028

$ 2574502 $ 728424
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- JUNE 30, 2004
Note 4 - Long-Term Debt - Continued

- Annual Annual

Amount of Interest Date of Principal Interest

- Date of Issue Issue Rate Maturity _Payments Payable

George W. Kuhn Drain Bonds 2002-D

4/1/02 $ 99,284 2.5% 4/1/2005 $ 3915 $ 2,482
2.5 4/1/2006 3,915 2,384
- 25 4/1/2007 4,072 2,286
2.5 4/1/2008 4,228 2,184
25 4/1/2009 4,228 2,078
- 2.5 4/1/2010 4,385 1,974
25 4/1/2011 4,541 1,864
2.5 4/1/2012 4,541 1,750
- 2.5 4/1/2013 4,698 1,636
2.5 4/1/2014 4,855 1,520
- 25 4/1/2015 5,011 1,398
' 2.5 4/1/2016 5,168 1,272
2.5 4/1/2017 5,168 1,144
- 2.5 4/1/2018 5,324 1,014
2.5 4/1/2019 5,481 880
2.5 4/1/2020 5,638 744
- 2.5 4/1/2021 5,794 602
25 4/1/2022 5,951 458
2.5 4/1/2023 6,107 310
- 2.5 4/1/2024 6,264 156
- $ 99284 $ 28,136
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CITY OF HUNTINGTON WOODS, MICHIGAN

NOTES TO FINANCIAL STATEMENTS

JUNE 30, 2004
Note 4 - Long-Term Debt - Continued

Annual Annual

Amount of Interest Date of Principal Interest

Date of Issue Issue Rate Maturity _Payments Payable

George W. Kuhn Drain Bonds 2002-E

4/1/02 $ 309,129 4.00% 4/1/2005 $ 10,962 $ 15,092
4.10 4/1/2006 10,962 14,654
4.40 4/1/2007 10,962 14,204
4.50 4/1/2008 11,745 13,722
4.50 4/1/2009 11,745 13,194
4.50 4/1/2010 12,528 12,664
4.50 4/1/2011 12,528 12,100
4.60 4/1/2012 13,311 11,538
4.70 4/1/2013 14,094 10,924
4.80 4/1/2014 14,094 10,262
4.90 4/1/2015 14,877 9,586
5.00 4/1/2016 15,660 8,856
5.10 4/1/2017 16,443 8,074
5.10 4/1/2018 17,226 7,236
5.15 4/1/2019 18,009 6,356
5.20 4/1/2020 18,792 5,430
5.20 4/1/2021 19,575 4,452
5.20 4/1/2022 21,141 3,434
5.25 4/1/2023 21,924 2,334
5.25 4/1/2024 22,551 1,184
$ 309,129 $ 18529

DOEREN MAYHEW -47 -




Note 5 -

DOEREN MAYHEW

m

CITY OF HUNTINGTON WOODS, MICHIGAN

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2004

Defined Benefit Pension Plan

Plan Description

The City contributes to the State of Michigan Municipal Employees Retirement System
(MERS), which is an agent multiple-employer pension plan. The Plan provides both
retirement and death and disability benefits for employees that were employed by the
City prior to July 1, 1998. Public Act Number 220 of 1996 assigns the authority to
establish and amend the benefit provisions of the MERS plan document. The MERS
issues a publicly available financial report that includes financial statements and
required supplementary information. That report may be obtained by writing to the
Office of Retirement Services, Municipal Employees Retirement System of Michigan,
7150 Harris Drive, P.O. Box 30171, Lansing, Michigan 48909-7671 or by calling (989) 322-
5103.

Funding Policy

The City is required to contribute at an actuarial determined rate: the current rate in
between 0.00% and 39.63% of covered payroll for individual employee groups. A
retirement contribution rate of 5% of payroll is required by all full time employees and
has been negotiated into all union employee contracts with the exception of the Public
Safety Officers (PSO) union which began contributions on July 1, 2002. The current
contribution rate is 3% for this group and will increase to 4% on July 1, 2004. The rates
are established by the City of Huntington Woods, Michigan through collective
bargaining and may change or be amended by the MERS Board of Trustees.

Annual Pension Cost

The City’s annual pension cost of $462,108 was equal to the required and actual
contributions. The required contribution was determined as part of the December 31,
2003 actuarial valuation using the entry age normal actuarial cost method. The actuarial
assumptions included: (a) a rate of return of investments of 8.00%, (b) projected salary
increases of 4.50%, plus a percentage based upon an age related scale to reflect merit,
longevity and promotional salary increases of between 0.00% and 4.16%, and (c) the
assumption that benefits will not increase after retirement.
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Note 5 - Defined Benefit Pension Plan - Continued
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Annual Pension Cost - Continued

The actuarial value of assets is determined on the basis of a method that calculates
expected income at the valuation rate of return and adds a portion of the difference
between the expected investment income and the actual investment income earned on a
market value basis. The difference in investment income between expected return and
market return is recognized over a 5-year period at a rate of 20% a year. This asset
valuation method was first adopted for the December 31, 2003 va

in the present valuation period.

Five Year Trend Information for MERS

Fiscal Annual . Percentage
Year Pension of APC
Ended Costs (APQ) Contributed
6/30/00 $ 317,314 100%
6/30/01 303,857 100%
6/30/02 309,867 100%
6/30/03 366,024 100%
6/30/04 462,108 100%
Schedule of Funding Progress
Actuarial
Accrued
Liabilities Unfunded
Actuarial Actuarial (AAL) AAL
Valuation Value of Entry (UAAL) Funded
Date Assets (a) Age (b) (b-a) Ratio (a/b)
12-31-99 $ 9,667,515  $12,147,648  $ 2,480,133 80%
12-31-00 10,417,826 13,320,052 2,902,226 78%
12-31-01 10,893,582 15,446,029 4,552,447 71%
12-31-02 10,562,124 16,352,580 5,790,456 65%
12-31-03 10,662,961 16,858,593 6,195,632 63%
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luation and is applied

Unfunded
Annual
Contribution

$

UAALasa
Percentage
of
Covered
Covered Payroll
Payroll (c) (b-a) /c)

$ 2,192,704
2,216,108
1,916,348
1,859,165
2,008,652

113%
131%
238%
311%
308%




Note 6 -

Note 7 -
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CITY OF HUNTINGTON WOODS, MICHIGAN

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2004

Defined Contribution Plan

The City offers a defined contribution plan where the contribution rate for the City is
between 6% and 8% of gross payroll. This contribution rate is established by contractual
agreement and Commission resolution, and may be changed from time-to-time. Under
the terms of the plan the employee may contribute to the plan on a voluntary basis. The
decision to contribute on the part of the employee may effect the contribution provided
by the City. Plan documentation and regulations have been filed with the MERS Board
of Trustees and the International City Management Association (ICMA) which
administers the plan. The City's annual employer contribution amounted to $78,909 for
the fiscal year ended June 30, 2004.

Changes in General Fund Reserves and Net Assets/Fund Balance

Balance Balance
7/1/03 Additions Reductions 6/30/04

Designated
Cable television $ 71,794 % - $ - $ 71,794
Library gift 14,026 - - 14,026
Rackham reserve 91,262 - 91,262 -
Property tax refund reserve - 91,262 - 91,262
Total designated 177,082 91,262 91,262 177,082
Undesignated 864,064 - 251,674 612,390

Totals $ 1041,146 $ 91262 $ 342,936 $ 789472
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CITY OF HUNTINGTON WOODS, MICHIGAN

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2004

Interfund Operating Transfers

Operating  Operating
Transfers Transfers

In Out

General Fund $ 162470 $ 1,001,432
Major Street Fund - 25,000
Local Street Fund 150,000 -
Capital Planning Fund 176,000 -
Sanitation Fund - 38,550
Recreation Fund 449,832 -
Capital Projects Fund 86,734 -
Water Fund - 208,654
Retirement Benefit Fund 235,000 2,000
Health Insurance Fund 15,600 -

Total $ 1275636 $ 1,275,636

Post-Retirement Benefits

The City of Huntington Woods, Michigan has an obligation to cover all formerly full-
time retired employees for hospitalization insurance and pay their premium as long as
they collect a pension. The City has historically paid this obligation on a pay-as-you-go
basis. This expense amounted to $259,348 for the fiscal year ended June 30, 2004 and
covers 31 retired employees. The City has reserved $34,454 in the Post-Retirement
Benefits Fund as of June 30, 2004.
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CITY OF HUNTINGTON WOODS, MICHIGAN

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2004

Contingencies

The City of Huntington Woods, Michigan from time-to-time is party to various claims,
legal actions, and other complaints arising from its regular course of business. Typically
all such matters are adequately covered under the City’s risk management agreements,
or if not so covered are without merit or of such kind, or involve such amounts that an
unfavorable disposition would not have a material effect on the financial position of the
City. The City had no outstanding claims as of June 30, 2004.

Federal Funding
The City of Huntington Woods, Michigan received Federal funds through the Oakland

County Community Development Block Grant Program. The City of Huntington
Woods, Michigan received $8,793 in grant allocations in fiscal year 2003-2004.
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NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2004

Risk Management

The City of Huntington Woods, Michigan has entered into a joint powers agreement
with other Michigan units of government for its general liability, property damage
insurance including auto and public officials liability, contractors equipment and
workers' compensation. The City’s maximum deductibles are as follows: property $250,
liability $-0-, and property and crime $250. Under the regulations of the state pool there
is no yearly stop loss limit provided. The City does maintain a Loss Reserve Fund
Balance in escrow with the Michigan Municipal Risk Management Association of
$323,600 as of June 30, 2004. The dissemination of these dollars rests with the City
Commission.

The City accounts for transactions related to these risks in accordance with GASB No. 10,
“Accounting and Financial Reporting for Risk Financing and Related Insurance Issues”,
which states that a liability for claims must be reported if information prior to the
issuance of the financial statements indicates it is probable that a liability has been
incurred at the date of the financial statements, and the amount of the loss that can be
reasonably estimated.

No settlements have exceeded insurance coverage during the last three years. The City
has made no significant reductions in insurance coverage during the year. The City has
received no indication that any significant losses exist at June 30, 2004, and thus no
liability has been recorded.
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CITY OF HUNTINGTON WOODS, MICHIGAN

COMBINING BALANCE SHEET -
NONMAJOR GOVERNMENTAL FUNDS

JUNE 30, 2004
ASSETS
Nonmajor Special Revenue Funds Nonmajor Debt Service Funds Total
Major Local Capital Debt Street GWK Nonmajor
Street Street Planning Service Debt Service Drain Debt Capital Governmental
Fund Fund Fund Fund Fund Fund Projects Funds
Cash and cash equivalents $ 106,520 $ 627  $ 17823 $ 42972 % 13,266 $ 137514 $ 32274 §$ 350,996
Investments 99,333 81,705 115,000 36,320 56,000 37,584 146,215 572,157
Accounts receivable 44,789 18,422 - 2,709 3,802 19,522 - 89,244
Prepaid items 3,025 - - - - - - 3,025
Total assets $ 253667  $ 100754 § 132823 §$ 82001 § 73068 $ 194620 $ 178489 § 1015422
LIABILITIES AND FUND BALANCES
Liabilities
Accounts payable $ 15,627 $ 8392 §$ - $ - $ - $ 492 53,805 $ 78,316
Accrued payroll and
withholdings 937 1,497 - - - - 334 2,768
Total liabilities 16,564 9,889 - - - 492 54,139 81,084
Fund Balances
Reserved for
Special assessment debt 4,500 - 131,515 - - - - 136,015
Unreserved
Designated - - - - - - 124,350 124,350
Undesignated 232,603 90,865 1,308 82,001 73,068 194,128 - 673,973
Total fund balances 237,103 90,865 132,823 82,001 73,068 194,128 124,350 934,338
Total liabilities and
fund balances $ 253667 $ 100,754 $ 132823 $ 82001 $ 73068 $ 194620 $ 178489 $ 1015422
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CITY OF HUNTINGTON WOODS, MICHIGAN

-
COMBINING STATEMENT OF REVENUES, EXPENDITURES
- AND CHANGES IN FUND BALANCES -
NONMAJOR GOVERNMENTAL FUNDS
FOR THE YEAR ENDED JUNE 30, 2004
-
-
Nonmajor Special Revenue Funds Nonmajor Debt Service Funds Total
- Major Local Capital Debt Street GWK Nonmajor
Street Street Planning Service Debt Service Drain Debt Capital Governmental
Fund Fund Fund Fund Fund Fund Projects Funds
- Revenues
Property taxes and special
assessments $ - $ - $ - $ 412,143 $ 579,522 % 129,002 % - $ 1,120,667
Intergovernmental 263,739 108,396 - - - - - 372,135
Interest 970 519 801 1,027 1,232 974 (6,827) (1,304)
- Other 19,144 - 3,285 - - 18,657 - 41,086
Total revenues 283,853 108,915 4,086 413,170 580,754 148,633 (6,827) 1,532,584
-— Expenditures
Current
Maintenance 149,950 261,852 - - - - - 411,802
Traffic services 14,725 6,246 - - - - - 20,971
Lad Snow and ice removal 34,060 20,525 - - - - - 54,585
Administrative 31,487 38,149 - - - - 25,611 95,247
Capital outlay - - 68,549 - - - 278,242 346,791
Debt service
- Principal - - 76,877 200,000 325,000 28,658 - 630,535
Interest and other
charges - - - 190,725 255,547 77,064 - 523,336
- Total expenditures 230,222 326,772 145,426 390,725 580,547 105,722 303,853 2,083,267
Excess of Revenues Over
(Under) Expenditures 53,631 (217,857) (141,340) 22,445 207 42911 (310,680) (550,683)
-
Other Financing Sources
(Uses)
Transfers - in - 150,000 176,000 - - - 86,734 412,734
Transfers - out (25,000) - - - - - . (25,000)
[
Total other financing
sources (uses) (25,000) 150,000 176,000 - - - 86,734 387,734
— Excess of Revenues Over
(Under) Expenditures
and Other Financing
Sources (Uses) 28,631 (67,857) 34,660 22,445 207 42,911 (223,946) (162,949)
-
Fund Balances - July 1, 2003 208,472 158,722 98,163 59,556 72,861 151,217 348,296 1,097,287
Fund Balances - June 30,2004 $ 237,103 $ 90865 $ 132823 § 82001 $ 73068 $ 194128 $ 124350  $ 934,338
[
-
L4

DOEREN MAYHEW -55 -



CITY OF HUNTINGTON WOODS, MICHIGAN

COMBINING STATEMENT OF NET ASSETS - INTERNAL SERVICE FUNDS

JUNE 30, 2004
Retirement Health
Equipment Benefits Insurance
Fund Fund Fund Total
Assets
Current Assets
Cash and certificates of deposit $ 47,234 % 32,671  $ 34,998 % 114,903
Investments - at fair value 296,300 578,000 - 874,300
Total current assets 343,534 610,671 34,998 989,203
Property, Plant and Equipment 1,711,212 - - 1,711,212
Less accumulated depreciation 841,476 - - 841,476
Undepreciated cost 869,736 - - 869,736
Total assets $ 1213270 $ 610,671 $ 34998 $ 1,858,939
Liabilities
Current Liabilities
Accounts payable $ 20,868 $ 6,772 $ - $ 27,640
Due to employees - 569,337 - 569,337
Accrued liabilities 468 108 - 576
Total current liabilities 21,336 576,217 - 597,553
Net Assets
Invested in capital assets, net of related debt 869,736 - - 869,736
Net Assets
Appropriated 180,000 - - 180,000
Unappropriated 142,198 34,454 34,998 211,650
Total net assets 1,191,934 34,454 34,998 1,261,386
Total liabilities and net assets $ 1213270 $ 610,671 $ 34998 $ 1,858,939
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CITY OF HUNTINGTON WOODS, MICHIGAN

COMBINING STATEMENT OF OPERATIONS AND
CHANGES IN NET ASSETS - INTERNAL SERVICE FUNDS
FOR THE YEAR ENDED JUNE 30, 2004

Operating Revenues
Charges for services
Other
Total operating revenues
Operating Expenses (Income)
Depreciation
Other
Total operating expenses (income)
Operating income (loss)
Nonoperating Revenues
Interest on investments
Transfers - in
Total nonoperating revenues, net
Net income (loss)

Net Assets - July 1, 2003

Net Assets - June 30, 2004

DOEREN MAYHEW

Retirement Health
Equipment Benefits Insurance
Fund Fund Fund Total

$ 212,858 % - - $ 212,858
1,079 - - 1,079

213,937 - - 213,937

85,215 - - 85,215

171,699 259,348 (20,009) 411,038
256,914 259,348 (20,009) 496,253
(42,977) (259,348) 20,009 (282,316)

1,715 3,613 12 5,340

- 233,000 15,600 248,600

1,715 236,613 15,612 253,940

(41,262) (22,735) 35,621 (28,376)
1,233,196 57,189 (623) 1,289,762

$ 1,191934 $ 34,454 34998 $ 1,261,386
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CITY OF HUNTINGTON WOODS, MICHIGAN

_—
COMBINING STATEMENT OF CASH FLOWS - INTERNAL SERVICE FUNDS
- FOR THE YEAR ENDED JUNE 30, 2004
- Retirement Health
Equipment Benefits Insurance
Fund Fund Fund Total
L}
Cash Flows From Operating Activities:
Receipts from customers $ 213937 % - $ - $ 213,937
Payments to suppliers for goods and services (102,800) - (40) (102,840)
- Payments to employees for services (41,913) (268,175) - (310,088)
Other receipts - - 20,009 20,009
Net cash provided from (used in)
- operating activities 69,224 (268,175) 19,969 (178,982)
Cash Flows From Noncapital Financing Activities:
- Interfund transfers - 233,000 15,600 248,600
Cash Flows From Capital and Related Financing
Activities:
ol Acquisition of property, plant and equipment (13,908) - - (13,908)
Proceeds from sale of fixed assets 12,584 - - 12,584
Bank overdraft (122,381) - (583) (122,964)
— . .
Net cash used in capital and related
financing activities (123,705) - (583) (124,288)
- Cash Flows From Investing Activities:
Interest received 1,715 3,613 12 5,340
Net Increase (Decrease) in Cash and Cash Equivalents (52,766) (31,562) 34,998 (49,330)
-
Cash and Cash Equivalents - July 1, 2003 396,300 642,233 - 1,038,533
- Cash and Cash Equivalents - June 30, 2004 $ 343,534 $ 610,671 $ 34,998 $ 989,203
Reconciliation of operating income (loss) to net cash
provided from (used in) operating activities:
_
Operating income (loss) $ 42977) $ (259,348) % 20,009 $ (282,316)
Depreciation 85,215 - - 85,215
Loss on sale of fixed assets 17,310 - - 17,310
[ ]
Adjustments to reconcile operating income (loss)
to net cash provided from (used in) operating
activities:
[ __]
Increase (decrease) in accounts payable 10,406 6,772 (40) 17,138
Increase in other liabilities (730) (15,599) - (16,329)
-
Total adjustments 9,676 (8,827) (40) 809
Net cash provided from (used in) operating
-— activities $ 69224 $ (268,175) $ 19969 $ (178,982)
-
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